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P R I M E M I N I S T E R 

C o m m u n i t y Budget 

T h e p a p - r we have p r e p a r e d f o r W e d n e s d a y ' s d i s c u s s i o n eets out the 

q u e s t i o n s to be c o n s i d e r e d i n d e c i d i n g what m igh t o r m i g h t not be a n a c c e p t a b l e 

o u t c o m e at "Dublin. Y o u w i l l w i s n to take the m e e t i n g th rough them ana h e a r 

what the o t h e r s p r e s e n t tn ink . T h e C h a n c e l l o r of the E x c n e q u e r has p r o b a b l y 

got h i * s ight set on a r e d u c t i o n o i between t w o - t h i r d s ana t h r e e - q u a r t e r s , but 

w i l l be e s p e c i a l l y c o n c e r n e d to e n s u r e that we do not m a k e another m i s t a k e and 

that tnis t ime the so lu t ion anoiud be f n f f l f lifrHlly y h o i  t to oe c e r t a i n of w o r k i n g 

i n any f o r e s e e a b l e c i r c u m c t a n c e * . T h e f o r e i g n a n d C o m m o n w e a l t h S e c r e t a r y 

m a y be m o r e i n c l i n e d to settle* f o r , i a y , a nai f uow with p r o m i s e s about a f u r t h e r 

r e d u c t i o n in the fu tu re . Y o u w i l l hav?. y o u r own v i e w y , and y o u need not 

n e c e s s a r i l y r e v e a l at th is m e e t i n g p r e ^ i o e l y what y o u r own s t i c k i n g points w i l l 

be : another m e e t i n g Ju&t be fore D u u l i n m a y be a e c e i o a i r y ( e s p e c i a l l y «3 the 

C h a n c e l l o r w i l l not be at D u b l i n ) . B u t you w i l l n c e a to a t c i d e in the l ight o i 

th is m e e t i n g what is and not l i k e l y to have the iupport . of y o u r c o l l e a g u e s ; and 

how m u c h and w r e n to te l l your c o l l e a g u e • i n Cao ina t of your i n t e n t i o n * . 

'£. T n e gap b a t w ^ n our m i n i m u m r e q u i r e m e n t s and waat tlie F r e n c h and 

o t h e r s a r e w i l l i n g to concede w i l l be b ig . V. e fJofttl ^ robab iy be o f i e r e a a new-

F i n a n c i a l M e c h a n i s m , but m u c h m a y t u r n on the ques t ion whether the C o m m u n i t y 

c a n adapt e x i s t i n g me o n a n i s m s to give BJ wbut we n e e d , o r W Ini t ia l we nave tu 

seek to be d i r e c t l y r f t l t lp t lH t f t i l for o u r low r e c o i p U . Only the B e l g i a n s have so 

f a r shown any o is p o s i t i o n to go that f a r : r e l u c t a n c e on tne p a r t of the r e s t w i l l 

be s t r o n g a n d d e e p - r o o t e d . One p o s s i b i l i t y wh ich has been m o o t e d but is not 

dea l t wit.; i n the p a p e r i s s o m e k ind oi* s p e c i a l fund ox l u m p s u m f o r a s p e c i f i c 

p r o j e c t o r p r o j e c t s of benefi t to the Un i ted K i n g d o m . "Whether, i f o f f e r e d , th is 

would be wor th l o o k i n g at would depend o n how big the M  m w a s ; f o r now long i t 

w o u l d be a v a i l a b l e ; and whs tne r it c o u l d be t i ed i n with e x i s t i n g r a t h e r than new 

p u b l i c e x p e n d i t u r e . We do not have to ru le l ; i . out; our p a r l u e r s m a y w e l l be 

re luc tan t to p r o p o s e i t . 



3. E v e n i f the p r o s p e c t s f o r a s u c c e s s f u l ou tcome i n D u b l i n a r e u n c e r t a i n , i t 

would be w r o n g to conc lude now that we s h a l l f a i l . N o - o n e i s in any doubt about 

y o u r d e t e r m i n a t i o n and other G o v e r n m e n t s w i l l on ly now be s e r i o u s l y a p p l y i n g the i r 

m i n d s to how f a r they a r e r e a l l y p r e p a r e d to go . Orw of the fea tu res y o u m a y l i ke 

to r a i s e i s the p r o b l e m of how l i t t le we a p p e a r to have to o f fe r i n r e t u r n . We do 

not need to negot iate on the buoget other than on i ts m e r i t e , o r to : ee it a s par t of 

a b a r g a i n ; but we have to face the r e a l i t y of the fact that other G o v e r n m e n t s w i l l 

have to jus t i fy to t h e i r P a r l i a m e n t * and publ ic op in ion g iv ing someth ing up in o u r 

f a v o u r . T o d o that , tney w i l l n e e d to point to s o m e t h i n g tney h . v e got out of u s . 

T h i s G o v e r n m e n t hae a l r e a d y bad to p r o m i s e a m o r e c o n s t r u c t i v e E u r o p e a n 

c o m m i t m e n t to get even as f a r as we have . On the s p e c u i c i s s u e s , y o u r u l e d out 

at y o u r m e e t i n g on 17th O c t o b e r say ing anything on E M S . But I wonder whether 

y o u shou ld not l e c o n s i d e r i n c l u d i n g c o m e w o r d s iu thm D u b l i n c o m m u n i q u e of the 

k ind y o u have a l r e a d y u s e d p u b l i c l y i. e . that i t i3 ths G o v e r n m e n t ' e ob ject ive to 

j o i n R M S but that the t i m i n c w i l l need to be a m a t t e r fo r d i s c u s s i o n with o u r 

p a r t n e r s . O n the C A P  , y o u c o u l d s u b s c r i b e to i ts i m p o r t a n c e fo r the C o m m u n i t y 

wh i l e s t i l l c r i t i c i s i n g the s u r p l u s e s (we s h a l l s t i l l have the 1 per cent V A  T c e i l i n g 

as • m e a n s of ho ld ing down the cos t ) . Y o u wi l l not want to have f i s h e r i e s brought 

up at D u b l i n but you m a y b« p r e s s e d b i l a t e r a l l y by G i s c a r d to guarantee h i s t o r i c 

r i g h t s f o r his B i eton f i s h e r m e n . A n d he m a y need your help on s i e e p m e a t . A s 

y o u know, O P ( E ) has been l o o k i n g at the e n e r g y c a r d out  f o f a r has not c o m e up 

wi th anything of r e a l p o s i t i v e m e r i t . T h r : i s p a r t l y out of a n a t u r a l d e s i r e to 

s a f e g u a r d our own p o s i t i o n f i r s t , and p a r t l y because of the d i f f i c u l t i e s that would 

be c a u s e d with the A m e r i c a n s and the J a p a n e s e i f we gave tne r e s t of the E E C 

p r e f e r e n c e o v e r o ther I E A c o u n t r i e s . M i th d e v e l o p m e n t s in I r a n , the r e s t of the 

C o m m u n i t y w i l l be m o r e w o r r i e d than e v e r about p r i c e s and s e c u r i t y of s u p p l i e s . 

U n l e s s we can snow s o m e u n d e r s t a n d i n g , we s n a i l have N o r t h Se a o i l thrown at us 

a s a r e a s o n why we ehould s h o u l d e r the budget b u r d e n . 

4 . If i t b e c o m e a c l e a r that no so lu t ion i n D u b l i n i s p o s t i b i ^ , O D has a g r e e d 

that the next step would be to i n s i s t o n another e a r l y m e e t i n g of the E u r o p e a n 

C o u n c i l . T h i s wou ld be u n p r e c e d e n t e d , and would c e r t a i n l y m a r k the s e r i o u s n e s s 

of the c r i s i s . Y o u would need to m a k e it c l e a r that , s o f a r a s we w e r e c o n c e r n e d , 

the r e s t of the C o m m u n i t y ' s w o r k wou ld be i n s u s p e n s e ; so the s o o n e r the 
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E u r o p e a n C o u n c i l r e c o n v e n e d , the be t te r . T h e r e m i g h t be a d i s p o s i t i o n to i n v i t e , 

s a y , M r . L y n c h and M r . J e n k i n s to s e a r c h f o r an a c c e p t a b l e c o m p r o m i s e i n the 

m e a n t i m e : r  e c o u l d h a r d l y ob ject . T h e i m p o r t a n t th ing w o u l d be to k e e p up the 

p r e s s u r e . T h e o t h e r s w i l l not r e l i s h the p r o s p e c t of a p r o l o n g e d c r i s i s , and n o r 

should we. E v e n i f the T N  F has gone wel l at the N A T  O C o u n c i l , we s h a l l not 

want to see W e s t e r n E u r o p e p r e o c c u p i e d with an i n t e r n a l c r i s i s . T h e Sov ie t 

U n i o n v. i l l be on ly too lefcdy to explo i t 9uch a s i t u a t i o n . A n d the c l o s e r we get 

to the G e r m a n and F r e n c h e l e c t i o n s , the h a r d e r i t w i l l b» for t h e m to m o v e . 

5. T h i o traggestu that M  l t a c t i c * shou ld be d i r e c t e d at gett ing a so lut ion i f 

p o s s i b l e be fo re the end of th« y e a r but at leant as e a r l y i n 1 ?80 ae p o s s i b l e . It 

would be u n d e r s t o o d by o u r p a r t n e r s , even if u n w e l c o m e to them, mat d u r i n g th is 

p e r i o d '.v<9 wou ld t>e u n c o - o p e r a t i v e . T h e r e a r e C o u n c i l mee t ings on r e s e a r c h and 

t r a n s p o r t i n e a r l y D e c e m b e r . We c o u l d stop anyth ing be ing se t t l ed . We c o u l d , 

i f we so w i s h e d , p revent the C o m m u n i t y adopt ing any f u r t h e r mandates f o r 

negot ia t ions wit.x S p a i n and P o r t u g a l (al though that w o u l d l e a d to p r e s s u r e on us 

f r o m those count r i e ^ . V 'e would not be ab le to p r e v e n t the adopt ion of the 1980 

budget anu i f we w e r e to p r e v e n t p r o g r e s s on f i s h e r i e s we r i s k runn ing up aga ins t 

a d v e r s e r u l i n g s f r o m the C o u r t . Bloc k ing d e c i s i o n s to regulate the s tee l 

i n d u s t r y in 19e0 would a l s o be aga ins t our i n t e r e s t s . G o i n ^ into 1960, we c o u l d 

th rea ten to invoke , ; the L u x e m b o u r g c o m p r o m i s e " to prevent any i n c r e a s e i n f a r m 

p r i c e s (for w h i c h the p r e s s u r e next s p r i n g i s l i k e l y to be g r e a t e r - . lan l a s t t i m e ) . 

In h is O D p a p e r , the F o r e i g n and C o m m o n w e a l t h S e c r e t a r y r e c o m m e n d e d a 

gr&dur.ted r e s p o n s e w i t i a s e l e c t i v e p o l i c y of o b s t r u c t i o n . If it were a g r e e d that 

we b^cu ic go for an e a r l y se t t l ement , th^re would b*> someth ing to be s a i d f o r 

s i m p l y b l o c k i n g a l l f o r m s of n*v» expendi ture f r o m which we would not benef i t . 

6. C - i a n c o l l o r S c h m i d t ' s r e a c t i o n to what you to ld him was that we w e r e 

putt ing o u r m e m b e r s h i p at s t a k e . S o m e of y o u r Cab ine t c o l l e a g u e s r e a c t e d in 

the s a m e way . It m a y w e l l be t rue that f a i l u r e to f ind a r e a s o n a b l y s a t i s f a c t o r y 

s o l u t i o n of the bucket pvohl^r,-. would eventua l ly b r i n g the q u ? - t i o n of cont inued 

m e m b e r s h i p back to the c e n t r e of the B r i t i s h p o l i t i c a l ntage • s o m e t h i n g w h i c h o u r 

p a r t n e r s in tue C o m m u n i t y would l i k e to a v o i d a s m u c h as the G o v e r n m e n t w o u l d . 

But that is a v e r y d i f fe ren t m a t t e r f r o m threa ten ing to pu l l out i f we do not get 

o u r w a y . I uoubt whether there would be a m a j o r i t y i n the Cab ine t fo r that c o u r s e 
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and 1 a l s o doubt whether i t would be v a r y a f fec t ive aa a th rea t to o u r p a r t n e r s . 

So the beet a n s w e r tc C h a n c e l l o r S c h m i d t (and o t h o r s who m a y take the s a m e l ine ) 

i s that B r i t a i n want& to be a good and w h o l e - h e a r t e d m e m b e r of the C o m m u n i t y , 

and h a s uo intent ion of l e a v i n g ; and that we t h e r e f o r e intend to p r e s s o u r c a s e 

f r o m wi th in : to si t it out a n d . i f n e c e s s a r y - of c o u r s e we i-ope i t won't be • 

m a k e l i fe a w k w a r d for e v e r y o n e e l s e . V. h e n G e n e r a l de G a u l l e w&u d i s s a t i s f i e d , 

he d i d not l eave the C o m m u n i t y but lie brought it to ~ Dtancat i i l . H i t empty c h a i r 

t a c t i c p r o v e n to be the w r o n g one: we c a n a c h i e v e the s a m e r e s u l t ae e f f e c t i v e l y 

and with le^a r i s k to o u r own i n t e r e s t s by r e m a i n i n g i n our p lace and be ing as 

b l o o d y - m i n d e d s.u we know how. T h i ? would b.; v e r y vexa t ious for o u r p a r t n e r s , 

but it would be e x t r e m e l y d i f f i cu l t f o r t h e m to ev ic t u s . 

7. Ti'e shou ld not h o w e v e r r e v e a l any of th is be fore D u b l i n . T o do so would 

d e s t r o y any ehsJMe we m i g h t have o i pocke t ing what is on o f fe r at D u b l i n and s t i l l 

cont inu ing to a rgue Uirs toss o v e r the r s o t . 

R O B E R T A R M S T R O N G 

13th N o v r . b e r , 1979 
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